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RICK'S CABARET INTERNATIONAL, INC.
3113 BERING DRIVE
HOUSTON, TEXAS 77057

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON AUGUST 4, 1999

The Annual Meeting of Stockholders (the "Annual Kieg") of Rick's Cabaret International, Inc. (thédmpany") will be held at 3113 Beri
Drive, Houston, Texas 77057, on August 4, 1999000 AM (CST) for the following purposes:

(1) To elect five (5) directors.

(2) To consider and act upon the 1999 Stock OpRiam.

(3) To ratify the selection of Jackson & Rhode€.Ris the Company's independent auditor for tlwalfigear ending September 30, 1999.
(4) To act upon such other business as may properne before the Annual Meeting.

Only holders of common stock of record at the clofSleusiness on June 29, 1999, will be entitleddte at the Annual Meeting or any
adjournment thereof.

You are cordially invited to attend the Annual Magt Whether or not you plan to attend the Annuaklihg, please sign, date and return
your proxy to us promptly. Your cooperation in sigmand returning the proxy will help avoid furtheslicitation expense

BY ORDER OF THE BOARD OF DIRECTORS

/sl Eric S. Langan
Chairman of the Board and
Pr esi dent

July 6, 1999
Houst on, Texas



RICK'S CABARET INTERNATIONAL, INC.
3113 BERING DRIVE
HOUSTON, TEXAS 77057

PROXY STATEMENT

ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON AUGUST 4, 1999

This proxy statement (the "Proxy Statement") isgdurnished to stockholders (the "Stockholdens"¢annection with the solicitation of
proxies by the Board of Directors of Rick's Cabdnétrnational, Inc., a Texas corporation (the "@amy") for their use at the Annual
Meeting (the "Annual Meeting") of Stockholders b&étCompany to be held at 3113 Bering Drive, Houst@xas 77057, on August 4, 1999
at 10:00 AM (CST), and at any adjournments ther®ofthe purpose of considering and voting uponntiadters set forth in the accompanying
Notice of Annual Meeting of Stockholders (the "Nafl). This Proxy Statement and the accompanying fafrproxy (the "Proxy") are firs
being mailed to Stockholders on or about July ®31 9 he cost of solicitation of proxies is beingrmby the Company.

The close of business on June 29, 1999, has bemthds the record date for the determination ofi@tolders entitled to notice of and to vote
at the Annual Meeting and any adjournment ther&sfof record date, there were 3,297,991 shargseo€bmpany's common stock, par ve
$0.01 per share (the "Common Stock"), issued atstanding. The presence, in person or by proxg, mijority of the outstanding shares of
Common Stock on the record date is necessary wtiaatie a quorum at the Annual Meeting. Each siseatitled to one vote on all issues
requiring a Stockholder vote at the Annual Meetiagch nominee for Director named in Number 1 mesgive a majority of the votes cas
person or by proxy in order to be elected. Stoaiéid may not cumulate their votes for the eleatibDirectors. The affirmative vote of a
majority of the shares of Common Stock preseneprasented by proxy and entitled to vote at theuahMeeting is required for the appro
of Number 2 set forth in the accompanying Notice.

All shares represented by properly executed proxieless such proxies previously have been revokiidye voted at the Annual Meeting in
accordance with the directions on the proxiesolfiirection is indicated, the shares will be votigd=-OR THE ELECTION OF THE
NOMINEES NAMED HEREIN, (II) FOR THE 1999 STOCK ORIN PLAN, AND (lll) FOR THE RATIFICATION OF JACKSOMN
RHODES, P.C. AS THE COMPANY'S INDEPENDENT AUDITOROR THE FISCAL YEAR ENDING SEPTEMBER 30, 1999. Thedc
of Directors is not aware of any other mattersaglesented for action at the Annual Meeting. Hawelf any other matter is properly
presented at the Annual Meeting, it is the inteantibthe persons named in the enclosed proxy t® Woaccordance with their best judgment
on such matter:



The enclosed Proxy, even though executed and extumay be revoked at any time prior to the votifithe Proxy (a) by execution and
submission of a revised proxy, (b) by written netio the Secretary of the Company, or (c) by votingerson at the Annual Meeting.

(1) TO ELECT FIVE (5) DIRECTORS FOR THE ENSUING YIRA

NOMINEES FOR DIRECTORS

The persons named in the enclosed Proxy have ledectesd by the Board of Directors to serve as goiihe "Proxies") and will vote the
shares represented by valid proxies at the Annwdtivig of Stockholders and adjournments thereafyTave indicated that, unless
otherwise specified in the Proxy, they intend &cebs Directors the nominees listed below. Twihefnominees are presently Directors of
the Company. Each duly elected Director will hoffice until his successor shall have been electecpalified.

Unless otherwise instructed or unless authorityatie is withheld, the enclosed Proxy will be votedthe election of the nominees listed
below. Although the Board of Directors of the Compaoes not contemplate that any of the nominekdwiunable to serve, if such a
situation arises prior to the Annual Meeting, tleesons named in the enclosed Proxy will vote feralection of such other person(s) as may
be nominated by the Board of Directors.

The Board of Directors unanimously recommends a #@R the election of each of the nominees listddvin.

Eric S. Langan, age 31, has been a Director o€ttrapany since 1998 and the President of the Comgiang March, 1999. Mr. Langan is
also the acting Chief Financial Officer of the Canp. He has been involved in the adult entertainirhesiness since 1989. Mr Langan has
also served as the President and Director of Taantsrtainment Companies, Inc. since November, 1988idrus is a public subsidiary of the
Company. From January 1997 through the presertafédeld the position of President with XTC Cahdret., which was subsequently
acquired by Taurus. From November 1992 until Jan@8®7, Mr. Langan was the President of BathinguBieq, Inc. Since 1989, Mr Langan
has exercised managerial control over the grandinge and operations of more than twelve adultreaitenent businesses. Through these
activities, Mr. Langan has acquired the knowledgg skills necessary to successfully operate adt#reainment businesses.

Robert L. Watters, age 48, has been a directdreoCompany since 1986. Mr. Watters was presidahthief executive officer of the
Company from 1991 until March, 1999. He was al$oumder in 1989 and operator until 1993 of the Cadio Bar & Grill, an adult cabaret
located in Houston, Texas and in 1988 performexisstection, negotiated the property purchase sasaw the design and permitting for
cabaret that became the Cabaret Royale, in D



Texas. Mr. Watters practiced law as a solicitoramdon, England and is qualified to practice lavNiew York state. Mr. Watters worked in
the international tax group of the accounting fofiTouche, Ross & Co. (now succeeded by DeloitfEBotiche) from 1979 to 1983 and was
engaged in the private practice of law in HousTaxas from 1983 to 1986, when he became involvéderfull_time management of the
Company. Mr. Watters graduated from the London 8thbEconomics and Political Science, Universify.ondon, in 1973 with a Bachelor
of Laws (Honours) degree and in 1975 with a Mastdéraws degree from Osgoode Hall Law School, Yorkudrsity.

Michael S. Thurman, age 39, is a nominee for Dineahd he is the Company's director of operatibleshas been employed in the bar and
restaurant industry since 1982 for several opesaibbars and restaurantsHe has served in variansgement positions. From 1986 through
1989 Mr. Thurman worked as the controller of a iFloltation bar and restaurant chain with annuasat 1989 of approximately
$6,000,000. Beginning in 1989, Mr. Thurman workednanagerial capacities for adult entertainmenini@sses located in Houston, Texas
including the Colorado Bar & Girill, the Gold CluRjck's, and Caligula XXI. From 1994 until 1997, Mihurman was employed as the chief
financial officer of XTC Group and the XTC Cabaretisinesses now owned and operated by Taurus &ntagnt Companies, Inc., which
became a subsidiary of the Company in 1998. DutBfj7 until mid-1998, Mr. Thurman was a directoiTaluirus Entertainment Companies,
Inc.,

Alan Bergstrom, age 53, is a nominee for DirecBince 1997, MrBergstrom has been the Chief Operating Officer of Bgle Securities
which is an

investment consulting firm. Mr. Bergstrom is alscegistered stock broker with Rhodes Securities, Finom 1991 until 1997, Mr. Bergstrom
was a vice president--investments with Principabicial Securities, IncMr. Bergstrom holds a B.BD&gree in Finance, 1967, from the
University of Texas.

Travis Reese, age 29, is a nominee for Directortendas been hired to be the Company's Directdeofinology commencing July, 1999.
From 1997 through the present, Mr. Reese has beeniar network administrator at St. Vincent's Ht@pn Sante Fe, New Mexico, a
position he will be leaving to join the Company.ribig 1997, Mr. Reese was a computer systems engwiteDeloitte & Touche. From 19!
until 1997, Mr. Reese was a vice-president withifalPublishing Resources, Inc., an internet serpiovider. From 1994 until 1995, Mr.
Reese was a pilot with Continental Airlines. Fro®92 until 1994, Mr. Reese was a pilot with Hang @,, an airline company. Mr. Reese
has an Associates Degree in Aeronautical Scielnce Trexas State Technical College.

PRESENT DIRECTORS NOT STANDING FOR REELECTION

Erich Norton White, Martin Sage and Scott Mitcteek presently directors of the Company, but arestastding for reelection. The Company
expects to replace Mr. White as corporate secretftey the new directors are elect



Erich Norton White, age 29, served as vice presided general manager of the Company from July5188il March, 1999. Mr. White is a
Director and the Secretary of the Company. Mr. Wfatned the Company in January, 1993 as a nightager and from May, 1995 until
November, 1998 has been a General Manager, fitdoirston and subsequently in New Orleans. Fromligctd 989, until joining th
Company in 1993, Mr. White worked in the hospitalitdustry for the Bennigan's restaurant chain. White completed the Bennigan's
Restaurant Management Training Program in 1992.

Martin Sage, age 48, has served as a Directoreo€tdmpany since July, 1995. Mr. Sage is the fouaddrdirector of Sage Productions, Inc.,
which is involved in the development of applyingzadced learning theory to business. The Sage LenMethod enables individuals to
build innovative approaches to management, leaigeastd team building. The Sage Learning Method wadkcreate dynamic relationships
which motivate and create synergy between indidglaad the businesses where they work. For thelgagtars, Mr. Sage has served as a
consultant to businesses throughout the Unite@$Stainging his innovative approach to businesaday organizations and corporations.

Scott C. Mitchell, age 45, has served as a diregitdte Company since December, 1994. Mr. Mitchal been a certified public accountant
in private practice since 1976 and has been aipahof his own firm since 1981. Mr. Mitchell's ¢ant firm Mitchell & Cavallo, P.C. serves
a wide range of business and individual clients. Mitchell has been licensed since 1980 to pradéiaein the State of Texas and since 1986
has been admitted to practice before the Tax Gduhte United States. Further, Mr. Mitchell hase@pointed by various District Courts as
a receiver and special master of business entitidsr court jurisdiction. Mr. Mitchell was appoidta Receiver of the Company in
September, 1989 with limited authority to oversed geview the receipt and disbursement of revenfidse Company. Mr. Mitchell,
however, had no authority over the managementeo€ibmpany. The receivership was terminated in M&ak8B3. Mr. Mitchell graduated
from the University of Texas with an honors degreBusiness Administration

RELATED TRANSACTIONS

The Board of Directors of the Company has adoptedliay that Company affairs will be conducted ihraspects by standards applicable to
publicly held corporations and that the Company mot enter into any future transactions and/onfobetween the Company and its officers,
directors and 5% shareholders unless the termscaless favorable than could be obtained from ieddpnt, third parties and will be
approved by a majority of the independent, disegtrd directors of the Company. In the Compangw vall of the transactions described
below involving the Company meet this standard.

The Company was organized in 1994 to acquire ah®futstanding common stock of Trumps, Inc. (fips"), a Texas corporation formed
in 1982, from Robert L. Watters, its sole stockleoldrhe Company issued to Mr. Watters 1,750,000eshaf its common stock in exchange
for the common stock of Trumps. This exchange, Wwinésulted in Trumps becoming a wholly owned subsydof the Company, was
consummated in February 1995. The transaction w&sesl as part of a corporate reorganization,dkelt of which was to create the
Company as a holding company for Trurr



In August, 1995, the Board of Directors of the Camp authorized the acquisition from Mr. Wattersalbiof the capital stock of Tantric
Enterprises, Inc., Tantra Dance, Inc., and TandrkiRg, Inc. (collectively "Tantra"). The Comparsgiied to Mr. Watters 50,000 shares of its
common stock in exchange for the stock of Tanthe @xchange was consummated in September, 1999.arttiea companies own and
operate Tantra, a non_sexually oriented discothaqdebilliard club in Houston, Texas. The Boardakctors determined that the
combination of the business operations of Tantchthe Company would create a synergy which willaade the profitability of both
businesses. Moreover, the diversification of thenfany's operations into the business of Tantraamésipated to enhance the public image
of the Company. The Board of Directors receiveapinion of an independent third_party appraiset the terms of the transaction were fair
and reasonable to the Company and are at leaavasble to the Company as would be the case betweelated parties. Mr. Watters had
no cost basis in the stock of Tantra.

In August, 1998, the Company acquired approxima8B6 of the outstanding common stock of Taurus fEaitenent Companies, Inc.
("Taurus") in a private stock exchange transactiith the certain principal stockholders of Tauraisiong whom were Eric S. Langan and
Ralph McElroy. The Stock Exchange Agreement pravitiat the Company exchange one share of its constook for each three and
one_half shares of Taurus common stock owned hbgingsrincipal shareholders of Taurus. As a resuthe Exchange, Mr. Langan received
402,146 shares of common stock of the CompanyMm&cElroy received 393,389 shares of common stbhekCompany. The terms and
conditions of the Exchange were determined by #régs through arms length negotiations.

In a transaction simultaneous to the acquisitiomanirus, the Company acquired certain real estafan Antonio, Texas from Mr. McElroy.
The Company acquired the property from Mr. McElfoythe same price that Mr. McElroy paid for theperty. The Company financed the
purchase of the property by the issuance of aesix $366,000 Convertible Debenture, secured byethleestate acquired. The Convertible
Debenture bears interest at the rate of 12% pearranwith interest payable monthly. Interest payradrggan in September, 1998. The
principal balance of the Convertible Debentureus th one lump sum payment in July, 2004. The Cudible Debenture is subject to
redemption at the option of the Company, in whalengart, at 100% of the principal face amountiaf Convertible Debenture redeemed
plus any accrued and unpaid interest on the redemgate, at any time and from time to time, upotlass than 30 nor more than 60 days
notice, if the Closing Price of the common stockhef Company shall have equaled or exceeded $&56hare of common stock for ten (10)
consecutive trading days. The Convertible Deberitucenvertible into shares of Common Stock attimg prior to maturity (unless earlier
redeemed) at the Conversion Price of $2.75 peeshathe event that the Company files a RegistnaBtatement to register shares of its
Common Stock with the Securities and Exchange Casion on Form S_3 or other similar form (exceptform S_8 or Form S_4) than the
Company will undertake to use its best effortsemister for resale all of Mr. McElroy's shares intoich the Convertible Debenture may be
converted under the same Registration Stater



In a transaction simultaneous to the acquisitiofanfrus, Taurus refinanced a mortgage on one oddtisestate holdings in Houston, Texa:
extinguishing this mortgage and replacing it witG@nvertible Debenture secured by this real estdte.mortgagee was Mr. McElroy and |
McElroy received the Convertible Debenture. Tauvad purchased the property from Mr. McElroy for aene price that Mr. McElroy paid
for the property. The Company refinanced the pweld the property on terms more favorable to Tabsuthe issuance of a six year
$286,744 Convertible Debenture, secured by theagtate acquired. The Company is a guarantor ®abnvertible Debenture. The
Convertible Debenture bears interest at the rafe2® per annum, with interest payable monthly.regepayments began in September, 1
The principal balance of the Convertible Debentsr@ue in one lump sum payment in July, 2004. Thevertible Debenture is convertible
into shares of Common Stock of the Company at eng prior to maturity at the Conversion Price of &2per share. In the event that the
Company files a Registration Statement to regitiares of its Common Stock with the Securitiesixchange Commission on Form S_3 or
other similar form (except for Form S_8 or Form Bthén the Company will undertake to use its bffetts to register for resale all of Mr.
McElroy's shares into which the Convertible Debemtnay be converted under the same RegistratidarSéat.

On March 29, 1999, Robert L. Watters, a Directothef Company, purchased RCI Entertainment Louisibrta ("RCI Louisiana"), a
subsidiary of the Company, for the purchase pricg2¢200,000 consisting of $1,057,327 in cash gidorsement over to the Company of a
$652,744 secured promissory note (the "McElroy Nadeguaranteed promissory note in the amount 86§73 made by Mr. Watters (the
"Watters Note"), and the cancellation by Mr. Wattef the Company's $163,156 indebtedness to him Md¢Elroy Note, which is due July
31, 2004, bears interest at the rate of twelvegrar(l2%) per annum with interest being paid mgnthhe principal of the McElroy Note is
due in one lump sum payment. The McElroy Note aused by (i) a convertible debenture of the Comparthe original principal amount of
$366,000, which was issued August, 11, 1998, iorfaf Mr. McElroy (the "Convertible Debenture") a(ig a promissory note of Taurus
Entertainment Companies, Inc. (a subsidiary of@bepany) and guaranteed by the Company (which leas\ersion feature) in the original
principal amount of $286,744.61, dated August BB8L in favor of Mr. McElroy, (the "Convertible Rmissory Note"). Both the Convertible
Debenture and the Convertible Promissory Note ecared by certain real estate of the Company auibsidiaries. The Watters Note is
guaranteed by RCI Louisiana, which operates a Rickbaret in New Orleans, Louisiana. In conneatiith the acquisition of the stock of
RCI Louisiana, Mr. Watters also assumed RCI Louigia liabilities of approximately $1,400,000. Asamdition of this transaction, Mr.
Watters arranged for the release by a lender o€tirapany's liability of $763,199 owed to the lenbdgmRCI Louisiana, which the Company
had guaranteed. The Company obtained an opiniom @baffe & Associates, Inc., a New Orleans investinb@nking firm, stating that the
purchase price paid by Mr. Watters for RCI Louisiavas fair from a financial point of view to theasaholders of the Company. The term
this transaction were the result of arms_lengttotiaions between the Company and Mr. Wattersoimection with the sale of RCI
Louisiana, Mr. Watters and Erich Norton White, eedtor of the Company, entered into agreements th@éfCompany to terminate their
Employment Agreements and to cancel all stock ogtmf the Company which they held. Messrs. WatasWhite continue to serve as
Directors of the Company. Further, in connectiothwiie sale of RCI Louisiana, the Company entemémlan Exclusive Licensing Agreeme
with Mr. Watters which granted Mr. Watters the tighnthe use of the name "Rick's Cabaret" andbgib$, trademarks and service marks
attendant thereto for use in the states of Lougsi&forida, Mississippi and Alabarr



During the Company's fiscal years ending 1998 &8¥ 1the Company paid $33,000 and $20,090, resdgtifor accounting services to
accounting firms in which Mr. Mitchell, a directof the Company, was a principal.

INFORMATION CONCERNING THE BOARD OF DIRECTORS AND I TS COMMITTEES

The Company has no compensation committee and minating committee. Decisions concerning executiffieer compensation for 1998
were made by the full Board of Directors. Eric @nggan and Erich Norton White are the only directdrthe Company who are also officers
of the Company. Mr. White is not standing for regtmn.

The Company has an Audit Committee of independieetidrs whose members are Martin Sage and Scathkll. Messrs. Sage and
Mitchell are not standing for reelection. The Comya Board presently intends to appoint a new AGdinmittee consisting of Robert L.
Watters and Alan Bergstrom. The primary purpostnefAudit Committee is to oversee the Companyarfamal reporting process on behal
the Board of Directors. The Audit Committee will etg privately with the Company's Chief Accountinffi€gr and with the Company's
independent public accountants and evaluates sipomnses by the Chief Accounting Officer both tofdmts presented and to the judgments
made by the outside independent accountants. Thé SBommittee reports its activities to the full&@d after each such meeting so that the
Board is kept informed of its activities on a cutrbasis. In addition, the activities and respaiis#és of the Audit Committee include the
nomination or selection of the independent audjt@giew of the results of the audit and a detaitadew of the overall Company and the
adequacy of the Company's internal controls.

The Board of Directors held three meetings and sailon by consent on nine occasions during tlealffigear ended September 30, 1998.
There is no family relationship between or among @fithe directors and executive officers of then(any.
COMPLIANCE WITH SECTION 16(A) OF THE SECURITIES EXC HANGE ACT OF 1934

The Company believes all persons so required e hamplied with Section 16(a) of the Securitiestiange Act of 193«



EXECUTIVE COMPENSATION

The following table reflects all forms of compensatfor services to the Company for the fiscal geamded September 30, 1998, 1997, 1996
of certain executive officers. No other executifiicer of the Company received compensation whixteeded $100,000 during 1998.

SUMVARY COMPENSATI ON TABLE

Annual Conpensation Long Ter m Conpensati on
Awar ds Payout s

O her Securities All

Annual Restricted Underlying O her
Nanme and Conpens- St ock Opti ons/ LTI P Conpen-
Posi tion Year Sal ary Bonus sation (1) Awar ds SARs Payout s sation
Robert L. 1998 $325, 000 - 0- - 0- - 0- 20, 000 -0- -0-
Watters 1997 $325, 000 - 0- - 0- - 0- -0- -0- -0-
Di rect or 1996 $325, 000 - 0- - 0- - 0- -0- -0- -0-
Erich 1998 $100, 000 - 0- - 0- - 0- 35, 000 -0- -0-
Nor t on 1997 $ 65, 000 - 0- - 0- - 0- -0- -0- -0-
Wiite 1996 $ 50, 000 - 0- - 0- - 0- -0- -0- -0-

Di rector

The Company provides certain executive officersatempersonal benefits. Since the value of suclefiisndoes not exceed the lesser of
$50,000 or 10% of annual compensation, the amarstsmitted



OPTI ON/ SAR GRANTS | N LAST FI SCAL YEAR
(I'ndi vidual Grants)

Nunmber of Percent of Tota

Securities Opt i ons/ SARs

Under | yi ng Granted To

Opt i ons/ SARs Enpl oyees I n Exerci se of Expiration

Narme Grant ed Fi scal Year Base Price Dat e
Robert L. Watters 20, 000 30% 2.50 1-28-03
Erich Norton Wite 35, 000 50% 2.50 1-28-03

AGGREGATED OPTI OV SAR EXERCI SES | N LAST FI SCAL YEAR
AND FY- END OPTI OV SAR VALUES

Nunmber O
Unexerci sed Val ue of

Securities Unexerci sed

Under | yi ng I n- The- Money

Opt i ons/ SARs Opt i ons/ SARs

Shar es At FY-End At FY-End

Acquired On Val ue Exer ci sabl e/ Exer ci sabl e/
Nare Exerci se Real i zed Unexerci sabl e Unexer ci sabl e
Robert L. Watters No exerci ses -0- -0- /20,000 -0- / -0-
Erich Norton Wiite No exercises -0- 43,750 /20,000 -0- / -0-

All of the options held by Messrs. Watters and Whiere canceled by agreement in connection withwWtters' purchase of RCI
Entertainment Louisiana, Inc. from the Company., Reated Transactions.

DIRECTOR COMPENSATION

The Company does not currently pay any cash dirgdiges, but it pays the expenses of its diredtoastending board meetings. In January,
1998, the Company issued 10,000 options (po#trse split) on the Company's common stock th eadlessrs. Watters, White, Mitchell &
Sage, Directors of the Company, all at an exemmige of $2.50 per share, expiring in January, 200® options are exercisable only as to
one_fourth of the total number of shares covereddnh grant of options during each 12_month pdadoavhich they serve as Directors.
These options were granted under the Company's 388% Option Plan. All of the options held by Mes&Vatters and White were canceled
by agreement in connection with Mr. Watters' Pusehaf RCI Entertainment Louisiana, Inc. from the@any. See, Related Transactic



EMPLOYEE STOCK OPTION PLAN

While the Company has been successful in attraetimgretaining qualified personnel, the Companiebeb that its future success will
depend in part on its continued ability to attraed retain highly qualified personnel. The Comppays wages and salaries which it believes
are competitive. The Company also believes thaityqwnership is an important factor in its ability attract and retain skilled personnel,

in 1995 adopted a Stock Option Plan (the "Plantefoployees and directors. The purpose of the Blemfurther the interest of the
Company, its subsidiaries and its stockholdersroyigding incentives in the form of stock optionskiey employees and directors who
contribute materially to the success and profitgbdf the Company. The grants will recognize aediard outstanding individual
performances and contributions and will give suelspns a proprietary interest in the Company, émisancing their personal interest in the
Company's continued success and progress. ThisaHllaiso assist the Company and its subsidiarnesttracting and retaining key
employees and directors. The Plan is administeyetidbBoard of Directors. The Board of Directors lize exclusive power to select the
participants in the Plan, to establish the termthefoptions granted to each participant, provithed all options granted shall be granted at an
exercise price equal to at least 85%o0f the fairketavalue of the Common Stock covered by the optiothe grant date and to make all
determinations necessary or advisable under the Rl#otal of 300,000 shares may be granted ardiwadler the Plan. As of June 17, 1999, a
total of 167,500 stock options had been grantedsa@autstanding under the Plan, none of which haem exercised. The Company does
plan to issue any additional options under the 1Pi@5.

The Board of Directors has approved the new 1988KSDption Plan (the "1999 Stock Option Plan"), ethis being submitted to
shareholders for approval. See below, Proxy Stateiteam Number (2) "TO CONSIDER AND ACT UPON THEI®STOCK OPTION
PLAN."

EMPLOYMENT AGREEMENT

The Company has a three year employment agreeni#nEvic S. Langan (the"Langan Agreement"). ThedamAgreement extends throt
August 11, 2001 and provides for an annual baseysef $171,600. In April, 1999, Mr. Langan took@untary salary reduction of 20% or a
reduction of $34,320 per annum. The Langan Agre¢igso provides for participation in all benefigps maintained by the Company for
salaried employees. Mr. Langan's Agreement contagnfidentiality provision and an agreement by Mimgan not to compete with the
Company upon the expiration of the Langan Agreenidm Company has not established long_term inoeplans or defined benefit or
actuarial plans. Pursuant to the Langan Agreendnt,_angan has received options to purchase 1250@t-reverse split) of the Company's
shares at an exercise price of $1.87 per shargéngés August, 1999.

STOCK OWNERSHIP OF MAJOR STOCKHOLDERS AND MANAGEMEN T

The following table sets forth certain informatianJune 17, 1999, with respect to the beneficialemghip of shares of Common Stock by (i)
each person known to the Company who owns benléficire than 5% of the outstanding shares of Com&imwck, (ii) each director of the
Company, (iii) each executive officer of the Compand (iv) all executive officers and directorsiod Company as a group. Unless other
indicated, each stockholder has sole voting andsiiaent power with respect to the shares sh



Name and

Addr ess

Eric S. Langan

505 North Belt, Suite 630
Houst on, Texas 77060

Robert L. Watters
315 Bourbon Street
New O | eans, Louisiana 70130

M chael S. Thur man
505 North Belt, Suite 630
Houst on, Texas 77060

Travi s Reese
505 North Belt, Suite 630
Houst on, Texas 77060

Al an Bergstrom
707 Rio Grande, Suite 200
Austin, Texas 78701

Erich Norton Wite
315 Bourbon Street
New Ol eans, Louisiana 70130

Scott C. Mtchell
820 Gessner , Suite 1380
Houst on, Texas 77024

Nunber of
Shar es

774, 138(1)

8,572

100

5, 000

9, 375(2)

Title of
Cl ass

Conmon

Conmon

Conmon

Conmon

St ock

St ock

St ock

St ock

St ock

St ock

St ock

Per cent
of O ass

23.5%

-0-%

0.2%

0.1%

0.2%

-0-%

0.2%



Name and Nunmber of Title of Per cent

Addr ess Shar es Cl ass of C ass
Martin Sage

100 Congress Avenue, Suite 2100

Austin, Texas 78701 4,375(2) Common Stock 0.1 %

E. S. Langan. L.P
505 North Belt, Suite 630
Houst on, Texas 77060 566, 732 Conmon St ock 17. 2%

Ral ph McEl r oy 817, 147(3) Comon St ock 24. 0%
1211 Choquette
Austin, Texas, 78757

Al directors, officers
and nomi nees as a group
(Ei ght (8) persons) 801, 560 Conmmon St ock 24. 2%

(1) This anpunt includes shares owned indirectly through E. S. Langan, L.P
M. Langan is the general partner of E. S. Langan, L.P. M. Langan has sole
voting and investnent power for 207,406 shares which he owns directly. M.
Langan has shared voting and investnment power for 566,732 shares which he owns
indirectly through E S. Langan, L.P

(2) Includes options to purchase 1,875 shares at an exercise price of $3.00
per share, and options to purchase 2,500 shares at an exercise price of $2.50
per share.

(3) Includes 66,545 shares of comon stock issuable upon conversion of
a convertible debenture. Also includes 52,135 shares of comon stock
i ssuable upon conversion of a convertible pronmissory note

(2) TO CONSIDER AND ACT UPON THE 1999 STOCK OPTIGNLAN

The 1999 Stock Option Plan (the "Plan") was adoptethe Board of Directors on June 24, 1999, ativiime the Board also voted to suk
the Plan to the Stockholders for approval. If apptbby the Stockholders, the Plan will allow In¢eatStock Option grants as determined by
the Compensation Committee, or the Board of Dimscifathere is no compensation committee (the "Cdttexl'). The Board of Directors has
reserved 500,000 shares of Common Stock for isgupmsuant to the Plan. The purpose of the Plamfisster and promote the financial
success of the Company and increase Stockholdae ¥gl enabling eligible key employees, directord eonsultants to participate in the
long-term growth and financial success of the Campahe Board of Directors unanimously recommendsta FOR the 1999 Stock Option
Plan.

ELIGIBILITY. The Plan is open to key employees (inding officers and directors) and consultantshef Company and its affiliates
("Eligible Persons").

TRANSFERABILITY. The grants are not transferrat



CHANGES IN THE COMPANY'S CAPITAL STRUCTURE. The Rlavill not affect the right of the Company to autlze adjustments,
recapitalizations, reorganizations or other chamgéise Company's capital structure. In the evérinoadjustment, recapitalization or
reorganization the award shall be adjusted accglgiin the event of a merger, consolidation, quidation, the Eligible Person will be
eligible to receive a like number of shares of ktiocthe new entity he would have been entitled bmmediately prior to the merger he had
exercised his option. The Board may waive any &tiohs imposed under the Plan so that all optioesramediately exercisable.

OPTIONS. The Plan provides for both Incentive amhialified Stock Options.

Option price. Incentive options shall be not lésmtthe greater of

(1)100% of fair market value on the date of gramt(ii) the aggregate par value of the sharesafksbn the date of grant. The Compensation
Committee, at its option, may provide for a priceajer than 100% of fair market value. The prigdricentive Stock Options for
Stockholders owning 10% or more of the Companyesesh("10% Stockholders") shall be not less tha@®%d df fair market value.

Amount exercisable-incentive options. In the exanEligible Person exercises Incentive Optionsrdutihe calendar year whose aggregate
fair market value exceeds $100,000, the exercisptibns over $100,000 will be considered non dieaistock options.

Duration. No option may be exercisable after thgiraxion date as set forth in the option agreement.
Exercise of Options. Options may be exercised hitewr notice to the President of the Company with:

(i) cash, certified check, bank draft, or postaérpress money order payable to the order of thegaoy for an amount equal to the option
price of the shares; or

(i) stock at its fair market value on the dateegércise;
TERMINATION OF OPTIONS.

Termination of Employment. Any Option which has mested at the time the Optionee ceases contirermpoyment for any reason other
than death, disability or retirement shall terménapon the last day that the Optionee is employetthdd Company. Incentive Stock Options
must be exercised within three months of cessatiag@ontinuous Service for reasons other than delighpility or retirement in order to
qualify for Incentive Stock Option tax treatmenbridjualified Options may be exercised any time dyutire Option Period regardless of
employment status.

Death. Unless the Option expires sooner, the Optitirexpire one year after the death of the EligiBerson



Disability. Unless the Option expires sooner, thei@n will expire one year after the disabilitytbe Eligible Person.

Retirement. Any Option which has not vested attitine the Optionee ceases continuous employmentadietirement shall terminate upon
the last day that the Optionee is employed by the@any. Upon retirement Incentive Stock Optionstresexercised within three months
cessation of Continuous Service in order to qudtifyincentive Stock Option tax treatment. Nondfiedi Options may be exercised any time
during the Option Period regardless of employméatus.

AMENDMENT OR TERMINATION OF THE PLAN. The Committeeay amend, terminate or suspend the Plan at argy ih its sole and
absolute discretion; provided, however, that togkient required to qualify the Plan under Rule IBpromulgated under Section 16 of the
Exchange Act, no amendment that would (a) matgriatirease the number of shares of stock that redgdued under the Plan, (b) materi
modify the requirements as to eligibility for pafgiation in the Plan, or (c) otherwise materialigrease the benefits accruing to participants
under the Plan, shall be made without the approfvile Company's Stockholders; provided furthewénwer, that to the extent required to
maintain the status of any incentive option untier€ode, no amendment that would (a) change thegaig number of shares of stock wi
may be issued under incentive options, (b) chahgelass of employees eligible to receive incertipions, or (¢) decrease the option price
for incentive options below the fair market valdah® stock at the time it is granted, shall be enaithout the approval of the Stockholders.
Subject to the preceding sentence, the Board khadl the power to make any changes in the Plainahé regulations and administrative
provisions under it or in any outstanding incentiygion as in the opinion of counsel for the Comparay be necessary or appropriate from
time to time to enable any incentive option graniader this Plan to continue to qualify as an itieenstock option or such other stock opt
as may be defined under the Code so as to recedferpntial federal income tax treatment. No amesmtnsuspension or termination of the
Plan shall act to impair or extinguish rights inti©ps already granted at the date of such amendrsespension or termination.

THE BOARD OF DIRECTORS HAS APPROVED THE ADOPTION OQHE PLAN AND UNANIMOUSLY RECOMMENDS A VOTE
FOR THE PROPOSED PLAN. SUCH ADOPTION REQUIRES THERARMATIVE VOTE OF THE HOLDERS OF A MAJORITY OF
SHARES OF COMMON STOCK AND COMMON STOCK EQUIVALENTBRESENT OR REPRESENTED BY PROXY AND
ENTITLED TO VOTE AT THE ANNUAL MEETING.

A copy of the Plan is attached hereto as Appenélix "

(3) TO RATIFY THE SELECTION OF JACKSON & RHODES,®.

AS THE COMPANY'S INDEPENDENT AUDITOR
FOR THE FISCAL YEAR ENDING SEPTEMBER 30, 1999




The Board of Directors has selected Jackson & Rhde€. as the Company's independent auditor éocuirent fiscal year. Although not
required by law or otherwise, the selection is beinbmitted to the Stockholders of the Companyaater of corporate policy for their
approval.

The Board of Directors wishes to obtain from thec®holders a ratification of their action in appaig their existing certified public
accountant, Jackson & Rhodes, P.C., independeitbaoflthe Company for the fiscal year ending 8ember 30, 1999. Such ratification
requires the affirmative vote of a majority of #ieares of Common Stock present or representedday jand entitled to vote at the Annual
Meeting.

In the event the appointment of Jackson & Rhod&3, & independent auditor is not ratified by tteckholders, the adverse vote will be
considered as a direction to the Board of Directorselect other independent auditors for the figear ending September 30, 1999.

A representative of Jackson & Rhodes, P.C. is drgeto be present at the Annual Meeting with theoofunity to make a statement if he so
desires and to respond to appropriate questions.

The Board of Directors unanimously recommends a @R the ratification of Jackson & Rhodes, P.Gndspendent auditor for fiscal year
ending September 30, 1999.

(4) OTHER MATTERS

The Board of Directors is not aware of any othetterna to be presented for action at the Annual MgeHowever, if any other matter is
properly presented at the Annual Meeting, it isitliention of the persons named in the enclosegypimvote in accordance with their best
judgement on such matte



FUTURE PROPOSALS OF STOCKHOLDERS

The deadline for stockholders to submit propogalsst considered for inclusion in the Proxy Statemfi@nthe 2000 Annual Meeting of
Stockholders is December 31, 1999.

BY ORDER OF THE BOARD OF DIRECTORS

/sl Eric S. Langan
Chairman of the Board and
Presi dent

Houston, Texas



PROXY
RICK'S CABARET INTERNATIONAL, INC.

THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF D IRECTORS
FOR THE ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON AUGUST 4, 1999

The undersigned hereby appoints Eric S. LangarMiodael S. Thurman, and each of them as the trddamful attorneys, agents and
proxies of the undersigned, with full power of stitiéion, to represent and to vote all shares aih@wn Stock of Rick's Cabaret Internatio
Inc. held of record by the undersigned on Junel299, at the Annual Meeting of Stockholders to bl lon August 4, 1999, at 10:00 AM
(CST) at 3113 Bering Drive, Houston, Texas 7705d, a any adjournments thereof. Any and all prokieetofore given are hereby revok

WHEN PROPERLY EXECUTED, THIS PROXY WILL BE VOTED ABESIGNATED BY THE UNDERSIGNED. IF NO CHOICE IS

SPECIFIED, THE PROXY WILL BE VOTED FOR THE NOMINEESSTED IN NUMBER 1 AND FOR THE RATIFICATION IN
NUMBER 2.

1. ELECTION OF DIRECTORS OF THE COMPANY. (INSTRUGIN: TO WITHHOLD AUTHORITY TO VOTE FOR ANY
INDIVIDUAL NOMINEE, STRIKE A LINE THROUGH, OR
OTHERWISE STRIKE, THAT NOMINEE'S NAME IN THE LISTB ELOW.)

FOR all nominees listed W THHOLD authority to
bel ow except as narked vote for all nom nees
to the contrary. bel ow.

Eric S. Langan Robert L. Watters Michael S. Thurman
Alan Bergstrom Travis Reese
2. TO ACT UPON THE 1999 STOCK OPTION PLAN

[] FOR [] AGAINST [] ABSTAIN



3. PROPOSAL TO RATIFY THE SELECTION OF JACKSON & RIDES, P.C. AS THE COMPANY'S INDEPENDENT AUDITOR FOR
THE FISCAL YEAR ENDING SEPTEMBER 30, 1999.

[]FOR [] AGAINST [] ABSTAIN

4. IN THEIR DISCRETION, THE PROXIES ARE AUTHORIZEDO VOTE UPON SUCH OTHER BUSINESS THAT MAY PROPERLY
COME BEFORE THE ANNUAL MEETING.

[] FOR [] AGAINST [] ABSTAIN

Please sign exactly as name appears below. Whesssti@ held by joint tenants, both should signekMigning as attorney, as executor,
administrator, trustee or guardian, please gividifld as such. If a corporation, please signuth dorporate name by President or other
authorized officer. If a partnership, please sigpartnership name by authorized person.

Nunber of Si gnature
Shares Owned

(Typed or Printed Nane)

Signature if held jointly

(Typed or Printed Name)

DATED:

THIS PROXY MAY BE REVOKED AT ANY TIME BEFORE ITIS VOTED
AT THE MEETING. PLEASE MARK, SIGN, DATE AND RETURN
THIS PROXY PROMPTLY.



Appendix "A"

RICKS CABARET INTERNATIONAL, INC.
1999 STOCK OPTION PLAN

1. PURPOSE. The purpose of the Ricks Cabaret latiemal, Inc. 1999 Stock Option Plan (“the Plas")d promote the financial interests of
the Company, its subsidiaries and its shareholoferoviding incentives in the form of stock optioto key employees and directors who
contribute materially to the success and profitghdf the Company. The grants will recognize aediard outstanding individual
performances and contributions and will give suelspns a proprietary interest in the Company, émisancing their personal interest in the
Company's continued success and progress. Thisaflaalso assist the Company and its subsidiariesttracting, retaining and motivating
key employees and directors. The options granteeuihis Plan may be either Incentive Stock Optiasghat term is defined in Section 422
of the Internal Revenue Code of 1986, as amendddpoqualified options taxed under Section 83 ef litternal Revenue Code of 1986, as
amended.

RULE 16B_3 PLAN. The Company is subject to the répg requirements of the Securities Exchange Adt934, as amended (the
"Exchange Act"), and therefore the Plan is inteniecbmply with all applicable conditions of Rulékl 3 (and all subsequent revisions
thereof) promulgated under the Exchange Act. Tcetttent any provision of the Plan or action by @@nmittee or the Board of Directors or
Committee fails to so comply, it shall be deemelil amd void, to the extent permitted by law andrded advisable by the Committee. In
addition, the Committee or the Board of Directomyramend the Plan from time to time as it deemsssary in order to meet the
requirements of any amendments to Rule 16b_3 wittih@uconsent of the shareholders of the Company.

EFFECTIVE DATE OF PLAN. The effective date of tittan shall be June 24, 1999 (the "Effective DafEHe Board of Directors shall,
within one year of the Effective Date, submit tHarPfor approval to the shareholders of the Compahg plan shall be approved by at le¢
majority of shareholders voting in person or byxyrat a duly held shareholders' meeting, or ifghevisions of the corporate charter, by_|
or applicable state law prescribes a greater degrsleareholder approval for this action, the apaldy the holders of that percentage, at a
duly held meeting of shareholders. No Incentivei@por Nonqualified Stock Option shall be grantedguant to the Plan ten years after the
Effective Date. In the event that the Plan is mpgraved by the shareholders of the Company, the $Hall be deemed to be a non-qualified
stock option plan.

2. DEFINITIONS. The following definitions shall alypto this Plan:

(a) "Affiliate" means any parent corporation ang anbsidiary corporation. The term "parent cordordtmeans any corporation (other than
the Company) in an unbroken chain of corporatiordirggy with the Company if, at the time of the astar transaction, each of the
corporations other than the Company owns stockgssesg 50% or more of the total combined voting goef all classes of stock in one of
the other corporations in the chain. The term "gliag/ corporation” means any corporation (othamntihe Company) in an unbroken chai
corporations beginning with the Company if, at tiee of the action or transaction, each of the oapons other than the last corporation in
the unbroken chain owns stock possessing 50% oe ofdhe total combined voting power of all classéstock in one of the other
corporations in the chain.
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(b) "Agreement" means, individually or collectivebny agreement entered into pursuant to the Rlesupnt to which Options are granted to
a participant.

(c) "Award" means each of the following granted enthis Plan:
Incentive Stock Options or Nonqualified Stock Optio

(d) "Board" means the board of directors of the @any.

(e) "Cause" shall mean, for purposes of whethervéemeh a participant has incurred a TerminationmpByment for Cause: (i) any act or
omission which permits the Company to terminatevitiden agreement or arrangement between thecjzatit and the Company or a
Subsidiary or Parent for Cause as defined in sgokeanent or arrangement; or (ii) in the event tliere such agreement or arrangement or
the agreement or arrangement does not define itime"tawuse," then Cause shall mean an act or aclisledbnesty by the participant resulting
or intending to result directly or indirectly inigao or personal enrichment of the participarnthatCompany's expense and/or gross
negligence or willful misconduct on the part of fhaaticipant.

(f) "Change in Control" means, for purposes of ®lians

i. there shall be consummated (i) any consolidatiomerger of the Company in which the Companyoistihe continuing or surviving
corporation or pursuant to which shares of the Camgjs common stock would be converted into casturtees or other property, other than
a merger of the Company in which the holders of@Gbenpany's common stock immediately prior to thegeehave substantially the same
proportionate ownership of common stock of the isimg corporation immedi-ately after the merger(igrany sale, lease, exchange or other
transfer (in one transaction or a series of reltt@usactions) of all or substantially all of tresets of the Company; or

ii. the shareholders of the Company shall apprewepdan or proposal for the liquidation or dissauatof the Company; or

(9) "Code" means the Internal Revenue Code of 188@&mended, final Treasury Regulations thereusmigiany subsequent Internal Reve
Code.
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(h) "Committee" means the Compensation Committed@Board of Directors or such other committedgteged by the Board of Directors.
The Committee shall be comprised solely of at lemstmembers who are both Disinterested Person®anside Directors.

(i) "Common Stock" means the Common Stock, parevaler share of the Company whether presently @alfter issued, or such other class
of shares or securities as to which the Plan magpipéicable, pursuant to Section 11 herein.

() "Company" means Ricks Cabaret Internationat,,|a Texas Corporation and includes any successassignee company corporations i
which the Company may be merged, changed or calegeli; any company for whose securities the séesiof the Company shall be
exchanged; and any assignee of or successor ttastibBly all of the assets of the Company.

(k) "Continuous Service" means the absence of mteyruption or termination of employment with ongee to the Company or any Parent or
Subsidiary of the Company that now exists or heeead organized or acquired by or acquires the @amg. Continuous Service shall not be
considered interrupted in the case of sick leavktany leave, or any other bona fide leave of atzgeof less than ninety (90) days (unless the
participants right to reemployment is guaranteedtayute or by contract) or in the case of trassbetween locations of the Company or
between the Company, its Parent, its Subsidiariés successors

() "Date of Grant" means the date on which the @uttee grants an Option.

(m) "Director" means any member of the Board ofebiors of the Company or any Parent or subsidifitigeopCompany that now exists or
hereafter is organized or acquired by or acquiresdompany.

(n) "Non Employee Director" means a "Non EmployeeEtor” as that term is defined in Rule 16b-3 uritie Exchange Act.

(o) "Eligible Persons" shall mean, with respedhte Plan, those persons who, at the time that aardg granted, are (i)officers, directors or
employees of the Company or Affiliate or (ii) cofiants or subcontractors of the Company or affiliat

(p) "Employee" means any person employed on anhousalaried basis by the Company or any PareSubsidiary of the Company that
now exists or hereafter is organized or acquiredrgcquires the Company.

(q) "Exchange Act" means the Securities ExchangeoAt£934, as amended and the rules and regulapiamsulgated thereunder.
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(r) "Fair Market Value" means (i) if the Common &itads not listed or admitted to trade on a natic®alurities exchange and if bid and ask
prices for the Common Stock are not furnished thhoNASDAQ or a similar organization, the value bithed by the Committee, in its sole
discretion, for purposes of the Plan; (ii) if ther@mon Stock is listed or admitted to trade on #nat securities exchange or a national
market system, the closing price of the Commonl&tas published in the Wall Street Journal, sedigir admitted to trade on such date or, if
there is no trading of the Common Stock on such,dhen the closing price of the Common Stock emixt preceding day on which there
was trading in such shares; or (iii) if the Comn&inck is not listed or admitted to trade on a matiGecurities exchange or a national market
system, the mean between the bid and ask pridedd€ommon Stock on such date, as furnished bil#tienal Association of Securities
Dealers, Inc. through NASDAQ or a similar organiaatif NASDAQ is no longer reporting such informaii If trading in the stock or a price
guotation does not occur on the Date of Grantnthe preceding date on which the stock was tradedpsice was quoted will determine the
fair market value.

(s) "Incentive Stock Option" means a stock optgmanted pursuant to either this Plan or any otker pf the Company, that satisfies the
requirements of Section 422 of the Code and thi@ttemthe Optionee to purchase stock of the Commaiin a corporation that at the time of
grant of the option was a Parent or subsidiarjhhef@ompany or a predecessor company of any suchagm

(t) "Nonqualified Stock Option" means an Optiorptorchase Common Stock in the Company granted uhdd?lan other than an Incentive
Stock Option within the meaning of Section 422t Code.

(u) "Option" means a stock option granted purstmaittie Plan.

(v) "Option Period" means the period beginning ks Date of Grant and ending on the day prior ta¢héh anniversary of the Date of Grant
or such shorter termination date as set by the Gtieen

(w) "Optionee" means an Employee (or Director docsuntractor) who receives an Option.
(x) "Parent" means any corporation which owns 50%hnore of the voting securities of the Company.

(y) "Plan" neans this Stock Option Plan as may be anmended fromtine to
tinme.

(2) "Share" nmeans the Common Stock, as adjusted in accordance wth
Paragraph 11 of the Plan.
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(aa) "Ten Percent Shareholder" means an indivigthal, at the time the Option is granted, owns Sfumssessing more than 10% of the total
combined voting power of all classes of stock & @ompany or of any Affiliate. An individual shak considered as owning the Stock
owned, directly or indirectly, by or for his brotlseand sisters (whether by the whole or half blpsdduse, ancestors, and lineal descendants;
and Stock owned, directly or indirectly, by or tocorporation, partnership, estate, or trust, sf@ttonsidered as being owned proportionately
by or for its shareholders, partners, or benefiesar

(bb) "Termination" or "Termination of Employment“aans the occurrence of any act or event whethsupuat to an employment agreement
or otherwise that actually or effectively causesesults in the person's ceasing, for whateveroreas be an officer or employee of the
Company or of any Subsidiary or Parent includingghewut limitation, death, disability, dismissal veeance at the election of the participant,
retirement, or severance as a result of the disnaatce, liquidation, sale or transfer by the Conypar its Subsidiaries or Parent of all
businesses owned or operated by the Company Sulfisidiaries. A Termination of Employment shallurcto an employee who is employed
by an Subsidiary if the Subsidiary shall ceaseet@ ISubsidiary and the participant shall not imiaedly thereafter become an employee o
Company or a Subsidiary.

(cc) "Subsidiary" means any corporation 50% or nodrihe voting securities of which are owned dieor indirectly by the Company at any
time during the existence of this Plan.

In addition, certain other terms used in this Rlaall have the definitions given to them in thstfpplace in which they are used.
3. ADMINISTRATION.

a. This Plan will be administered by the Commit#&enajority of the full Committee constitutes a qun for purposes of administering the
Plan, and all determinations of the Committee dhalinade by a majority of the members presennaeting at which a quorum is present or
by the unanimous written consent of the Committee.

b. If no Committee has been appointed, membenseoBbard may vote on any matters affecting the atnation of the Plan or the grant of
any Option pursuant to the Plan, except that nb suember shall act on the granting of an Optiohitaself, but such member may be
counted in determining the existence of a quoruangtmeeting of the Board during which action ketawith respect to the granting of
Options to him.

c. Subject to the terms of this Plan, the Committegthe sole and exclusive power to:
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i. select the participants in this Plan;

ii. establish the terms of the Options grantedacheparticipant which may not be the same in eask;c

iii. determine the total number of options to graman Optionee, which may not be the same in eash;

iv. fix the Option period for any Option grantedialin may not be the same in each case; and

v. make all other determinations necessary or atilésunder the Plan.

vi. determine the minimum number of shares witlpees to which Options may be exercised in parhgttame.

vii. The Committee has the sole and absolute diseréo determine whether the performance of agitdé Employee warrants an award
under this Plan, and to determine the amount oétherd.

viii. The Committee has full and exclusive powectmstrue and interpret this Plan, to prescriberaadind rules and regulations relating to
this Plan, and take all actions necessary or abdégar the Plan's administration. Any such deteation made by the Committee will be fil
and binding on all persons.

d. A member of the Committee will not be liable firforming any act or making any determinatiogdod faith.

4. SHARES SUBJECT TO OPTION. Subject to the prawisiof Paragraph 11 of the Plan, the maximum agéeagumber of Shares that
may be optioned and sold under the Plan shall BeDB0. Such shares may be authorized but unissu@day be treasury shares. If an Op!
shall expire or become unexercisable for any reagthrout having been exercised in full, the unpasdd Shares that were subject to the
Option shall, unless the Plan has then termindtedyvailable for other Options under the Plan.

a. Eligible Persons . Every Eligible Person, asGbenmittee in its sole discretion designates,igilde to participate in this Plan. Directors
who are not employees of the Company or any surgidir Parent shall only be eligible to receiveeimive Stock Options if and as permit
be applicable law and regulations. The Committae/ard of an Option to a participant in any yearsdoet require the Committee to awarc
Option to that participant in any other year. Farthore, the Committee may award different Optiandifferent participants. The Committee
may consider such factors as it deems pertinesglicting participants and in determining the amae@itheir Option, including, without
limitation;
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(i) the financial condition of the Company or itstiSidiaries;

(i) expected profits for the current or future y&a

(iii) the contributions of a prospective participaa the profitability and success of the CompanitooSubsidiaries; and
(iv) the adequacy of the prospective participarsiter compensation.

Participants may include persons to whom stoclkckstptions, or other benefits previously were gedninder this or another plan of the
Company or any Subsidiary, whether or not the jpesly granted benefits have been fully exercised.

b. No Right of Employment. An Optionee's rightaify, to continue to serve the Company and its Sidrgs as an Employee will not be
enlarged or otherwise affected by his designatfoa participant under this Plan, and such desigmatill not in any way restrict the right of
the Company or any Subsidiary, as the case mayp besminate at any time the employment of any

5. REQUIREMENTS OF OPTION GRANTS. Each Option geghtinder this Plan shall satisfy the following riegonents.

a. Written Option. An Option shall be evidencedabyritten Agreement specifying (i) the number off&fs that may be purchased by its
exercise, (ii) the intent of the Committee as teethler the Option is be an Incentive Stock Optioa dlon-qualified Stock Option, (iii) the
Option period for any Option granted and (iv) stetms and conditions consistent with the Plan aQthmmittee shall determine, all of
which may differ between various Optionees andoteriAgreements.

b. Duration of Option. Each Option may be exercigely during the Option Period designated for thai@h by the Committee. At the end of
the Option Period the Option shall expire.

c. Option Exercisability. The Committee, on thergraf an Option, each Option shall be exercisablg m accordance with its terms.
d. Acceleration of Vesting. Subject to the prowsi®f Section 5(b), the Committee may, it its ghieretion, provide for the exercise of
Options either as to an increased percentage oésipar year or as to all remaining shares. Sucéle@ation of vesting may be declared by

the Committee at any time before the end of theadReriod, including, if applicable, after termiioa of the Optionee's Continuous Service
by reason of death, disability, retirement or teration of employment.
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e. Option Price. Except as provided in Section 8{e)Option price of each Share subject to theddpthall equal the Fair Market Value of
Share on the Option's Date of Grant.

f. Termination of Employment Any Option which hast wested at the time the Optionee ceases ContinBetvice for any reason other than
death, disability or retirement shall terminate mpioe last day that the Optionee is employed byCthapany. Incentive Stock Options must
be exercised within three months of cessation afti@aous Service for reasons other death, disgliliretirement in order to qualify for
Incentive Stock Option tax treatment. Nonqualifi@ptions may be exercised any time during the Opfieriod regardless of employment
status.

g. Death. In the case of death of the Optioneebémeficiaries designated by the Optionee shak lvane year from the Optionee's demise or
to the end of the Option Period, whichever is earlio exercise the Option, provided, however Qipgion may be exercised only for the
number of Shares for which it could have been ésedcat the time the Optionee died, subject toatystment under Sections 5(d) and 11.

h. Retirement. Any Option which has not vestedattime the Optionee ceases Continuous Servicéodwtirement shall terminate upon the
last day that the Optionee is employed by the Camppdpon retirement Incentive Stock Options musekercised within three months of
cessation of Continuous Service in order to qudtifyincentive Stock Option tax treatment. Nondiiedi Options may be exercised any time
during the Option Period regardless of employmaatts

i. Disability. In the event of termination of Contious Service due to total and permanent disalfditthin the meaning of Section 422 of the
Code), the Option shall lapse at the earlier ofethe of the Option Period or twelve months afterdiate of such termination, provided,
however, the Option can be exercised at the tirméptionee became disabled, subject to any adjustmmeler Sections 5(d) and 11.

6. INCENTIVE STOCK OPTIONS. Any Options intendeddoalify as an Incentive Stock Option shall sati$fy following requirements in
addition to the other requirements of the Plan:

a. Ten Percent Shareholders. An Option intendegiadify as an Incentive Stock Option granted taratividual who, on the Date of Grant,
owns stock possessing more than ten (10) perceahedbtal combined voting power of all classestotk of either the Company or any
Parent or Subsidiary, shall be granted at a pfidd® percent of Fair Market Value on the Date o&i@ and shall be exercised only during
five-year period immediately following the Date®fant. In calculating stock ownership of any pergba attribution rules of Section 425(d)
of the Code will apply. Furthermore, in calculatstgck ownership, any stock that the individual maychase under outstanding options will
not be considered.
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b. Limitation on Incentive Stock Options The aggtegFair Market Value, determined on the date @inGrof stock in the Company
exercisable for the first time by any Optionee dgrany calendar year, under the Plan and all gtlaexs of the Company or its Parent or
Subsidiaries (within the meaning of Subsectionofd¥ection 422 of the Code) in any calendar yeall stot exceed $100,000.00.

c. Exercise of Incentive Stock Options. No disposibf the shares underlying an Incentive Stockid®ptay be made within two years from
the Date of Grant nor within one year after thereise of such incentive Stock Option.

d. Approval of Plan. No Option shall qualify aslanentive Stock Option unless this Plan is apprdwethe shareholders within one year of
the Plan's adoption by the Board.

7. NONQUALIFIED AND INCENTIVE STOCK OPTIONS. Any Gfon not intended to qualify as an Incentive St@gkion shall be a
Nonqualified Stock Option. Nonqualified Stock Optsoshall satisfy each of the requirements of Sediof the Plan. An Option intended
qualify as an Incentive Stock Option, but which sloet meet all the requirements of an IncentivelS@ption shall be treated as a
Nongqualified Stock Optior

8. METHOD OF EXERCISE. An Option granted under tRian shall be deemed exercised when the persitleéiid exercise the Option (i)
delivers written notice to the President of the @any of the decision to exercise, (ii) concurretgiyders to the Company full payment for
the Shares to be purchased pursuant to the exeacid€iii) complies with such other reasonableunegnents as the Committee establishes
pursuant to Section 3 of the Plan. During theilifiet of the Employee to whom an Option is grantedhsOption may be exercised only by
him. Payment for Shares with respect to which atidbps exercised may be in cash, or by certifiedak, or wholly or partially in the form
of Common Stock of the Company having a fair maviedtie equal to the Option Price. No person willdhthe rights of a shareholder with
respect to Shares subject to an Option grantedruhidePlan until a certificate or certificates the Shares have been delivered to him.
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An Option granted under this Plan may be exerdiségcrements of not less than 10% of the full nembf Shares as to which it can be
exercised. A partial exercise of an Option will effect the holder's right to exercise the Optianf time to time in accordance with this Plan
as to the remaining Shares subject to the Option.

9. TAXES. COMPLIANCE WITH LAW: APPROVAL OF REGULAT®Y BODIES. The Company, if necessary or desirablkey pay or
withhold the amount of any tax attributable to &hares deliverable or amounts payable under this, Bhd the Company may defer making
delivery or payment until it is indemnified to gatisfaction for the tax. Options are exercisafiel Shares can be delivered and payments
made under this Plan, only in compliance with pplacable federal and state laws and regulatiorduding, without limitation, state and
federal securities laws, and the rules of all sothanges on which the Company's stock is listedatime. An Option is exercisable only
either

(i) a registration statement pertaining to the 8bdo be issued upon exercise of the Option has flied with and declared effective by the
Securities and Exchange Commission and remainsteieon the date of exercise, or (ii) an exempfrom the registration requirements of
applicable securities laws is available. This plaes not require the Company, however, to file sedistration statement or to assure the
availability of such exemptions. Any certificatsi®d to evidence Shares issued under the Plan @aasbch legends and statements, and
shall be subject to such transfer restrictionshasCommittee deems advisable to assure compliaitcdederal and state laws and regulat
and with the requirements of this Section 9 ofRhen. No Option may be exercised, and no Sharesbmgsued under this Plan, until the
Company has obtained the consent or approval afeegulatory body, federal or state, having judtidn over such matter as the Commi
deems advisable.

Each Person who acquires the right to exercisemio®by bequest or inheritance may be requiretheyCommittee to furnish reasonable
evidence of ownership of the Option as a conditmhis exercise of the Option. In addition, the @aittee may require such consents and
release of taxing authorities as the Committee desinisable.

10. ASSIGNABILITY. An Option granted under this Rl& not transferable except by will or the lawsiescent and distribution. The Option
may be exercised only by the Optionee during fieeolf the Optionee. More particularly, but withdimitation of the foregoing, the Option
may be not be assigned or transferred except atdpwbabove and shall not be assignable by operafitaw and shall not be subject to
execution, attachment or similar process. Any gteih assignment, transfer or distribution conttarthe provisions hereof shall be null and
void and without effect.

11. ADJUSTMENT UPON CHANGE OF SHARES. If a reorgaation, merger, consolidation, reclassificatiomagtalization, combination
or exchange of shares, stock split, stock divideigthts offering, or other expansion or contractidrthe Common Stock of the Company
occurs, the number and class of Shares for whidio@gpare authorized to be granted under this Rennumber and class of Shares then
subject to Options previously granted under th@Pand the price per Share payable upon exertisach Option outstanding under this F
shall be equitably adjusted by the Committee tlectsuch changes. To the extent deemed equitadlegpropriate by the Committee or the
Board, subject to any required action by sharehs|de any merger, consolidation, reorganizatiauitiation or dissolution, any Option
granted under the Plan shall pertain to the séesi@nd other property to which a holder of the henof Shares of stock covered by the
Option would have been entitled to receive in catina with such event.
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12. ACCELERATIONS OF OPTIONS UPON CHANGE IN CONTR@h the event that a Change of Control has ocduwi¢h respect to
the Company, any and all Options will become fulysted and immediately exercisable with such acatba to occur without the
requirement of any further act by either the Conypamnthe participant, subject to Section 9 hereof.

13. LIABILITY OF THE COMPANY. The Company, its Pareand any Subsidiary that is in existence or Heaomes into existence shall
not be liable to any person for any tax consequergpected but not realized by an Optionee or qgitheson due to the exercise of an Option.

14. EXPENSES OF PLAN. The Company shall bear tiieeges of administering the Plan.

15. DURATION OF PLAN. Options nmmy be granted under this Plan only

within 10 vyears from the effective date of the Plan.

16. AVENDMENT, SUSPENSION OR TERM NATION OF PLAN. The Board of

Directors of the Company may amend, terminate spsnd this Plan at any time, in its sole and albsaliscretion; provided, however, tha
the extent required to qualify this Plan under Riie_3 promulgated under Section 16 of the Exch&wmjeno amendment that would (a)
materially increase the number of shares of Stbakmay be issued under this Plan, (b) materiatidify the requirements as to eligibility
participation in this Plan, or (c) otherwise mad#lyi increase the benefits accruing to participamtger this Plan, shall be made without the
approval of the Company's shareholders; providetidn, however, that to the extent required to tad@inthe status of any Incentive Option
under the Code, no amendment that would (a) chémegaggregate number of shares of Stock which reagsued under Incentive Options,
(b) change the class of employees eligible to weckicentive Options, or (c) decrease the Optidgcedor Incentive Options below the Fair
Market Value of the Stock at the time it is grantglahll be made without the approval of the Com{sasiyareholders. Subject to the preceding
sentence, the Board of Directors shall have thegpaavmake any changes in the Plan and in theatigos and administrative provisions
under it or in any outstanding Incentive Optiorirathe opinion of counsel for the Company may beeseary or appropriate from time to ti
to enable any Incentive Option granted under thas B continue to qualify as an incentive stockiapor such other stock option as may be
defined under the Code so as to receive prefetdatiaral income tax treatment. Notwithstanding fdvegoing, no amendment, suspensio
termination of the Plan shall act to impair or egtiish rights in Options already granted at the dftsuch amendment, suspension or
termination.
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17. FORFEITURE. Notwithstanding any other provisiarf this Plan, if the Committee finds by a majoxibte after full consideration of the
facts that an Eligible Person, before or after teation of his employment with the Company or affiligte for any reason (a) committed or
engaged in fraud, embezzlement, theft, commissi@felony, or proven dishonesty in the courseisfédmployment by the Company or an
Affiliate, which conduct damaged the Company orilste, or disclosed trade secrets of the CompargnadAffiliate, or (b) participated,
engaged in or had a material, financial or othtarast, whether as an employee, officer, directmnsultant, contractor, shareholder, owne
otherwise, in any commercial endeavor anywhere lwlsicompetitive with the business of the CompangroAffiliate without the written
consent of the Company or Affiliate, the EligiblerBon shall forfeit all outstanding Options, indhglall exercised Options and other
situations pursuant to which the Company has notlgkvered a stock certificate. Clause (b) shatllve deemed to have been violated solely
by reason of the Eligible Person's ownership oflstir securities of any publicly owned corporatidithat ownership does not result in
effective control of the corporation.

The decision of the Committee as to the cause &mployee's discharge, the damage done to the Gonguaan Affiliate, and the extent of
an Eligible Person's competitive activity shallfimal. No decision of the Committee, however, sladfiect the finality of the discharge of the
Employee by the Company or an Affiliate in any mamnn

18. INDEMNIFICATION OF THE COMMITTEE AND THE BOARDOF DIRECTORS. With respect to administration oftRian, the
Company shall indemnify each present and future begraf the Committee and the Board of Directorsregaand each member of the
Committee and the Board of Directors shall be ketitvithout further act on his part to indemnitgrir the Company for, all expenses
(including attorney's fees, the amount of judgmamid the amount of approved settlements made wittvato the curtailment of costs of
litigation, other than amounts paid to the Compigssif) reasonably incurred by him in connectionthagr arising out of any action, suit, or
proceeding in which he may be involved by reasoni®being or having been a member of the Committetfor the Board of Directors,
whether or not he continues to be a member of trar@ittee and/or the Board of Directors at the tohancurring the expenses, including,
without limitation, matters as to which he shallflmally adjudged in any action, suit or proceediadiave been found to have been negligent
in the performance of his duty as a member of the@ittee or the Board of Directors. However, thideamnity shall not include any
expenses incurred by any member of the Committdéathe Board of Directors in respect of mattersoawhich he shall be finally adjudg
in any action, suit or proceeding to have beentyoil gross negligence or willful misconduct in gherformance of his duty as a member of
the Committee and the Board of Directors. In additno right of indemnification under this Plan lsbe available to or enforceable by any
member of the Committee and the Board of Directmiess, within 60 days after institution of anyiaet suit or proceeding, he shall have
offered the Company the opportunity to handle agfémd same at its own expense. The failure toyhtitg Company within 60 days shall
only affect a Director or committee member's righindemnification if said failure to notify resslin an impairment of the Company's rights
or is detrimental to the Company. This right ofénthification shall inure to the benefit of the Beixecutors or administrators of each
member of the Committee and the Board of Direcami shall be in addition to all other rights to @tha member of the Committee and the
Board of Directors may be entitled as a matteawf, Icontract, or otherwise.
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19. GENDER. If the context requires, words of orader when used in this Plan shall include thersthed words used in the singular or
plural shall include the other.

20. HEADINGS. Headings of Articles and Sectionsiatduded for convenience of reference only anchdibconstitute part of the Plan and
shall not be used in construing the terms of tlaa Pl

21. OTHER COMPENSATION PLANS. The adoption of tRisn shall not affect any other stock option, irisenor other compensation or
benefit plans in effect for the Company or any Wdfe, nor shall the Plan preclude the Company festablishing any other forms of
incentive or other compensation for employees ef@ompany or any Affiliate.

22. OTHER OPTIONS OR AWARDS. The grant of an OptimrAwards shall not confer upon the Eligible Parsie right to receive any
future or other Options or Awards under this Plahether or not Options or Awards may be grantesirtolarly situated Eligible Persons, or
the right to receive future Options or Awards uploe same terms or conditions as previously granted.

23 GOVERNING LAW. The provisions of this Plan shadl construed, administered, and governed undéawseof the State of Texas.
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Supplemental Information
Not to be Provided to Stockholders

The Plan described herein does not require thattmepany register the options or the shares undgrbptions.

The Company believes that each of the personsvingaghese securities has the knowledge and exparim financial and business matters
which allows them to evaluate the merits and risthe receipt of these securities of the Compamuich capacity they are knowledgeable
about the Company's operations and financial cmmdiThese transactions are effectuated by the @agnjm reliance upon exemptions from
registration under the Securities Act of 1933 asraed (the "Act") as provided in Section 4(2) teér&ach certificate issued for
unregistered securities contains a legend statiaigthe securities have not been registered uhdeidt and setting forth the restrictions on
the transferability and the sale of the securifds underwriter participated in, nor did the Compaay any commissions or fees to any
underwriter in connection with any of these tratisas. None of the transactions involves a pubfiiering.
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